PUHUl .*»„ 
WJSINtSS INF. tiUH 

CORPOKATION FI If 


Banner Industries, Inc. Annual Report June 30,1972 


Motor Freight Carrier 
Aircraft Parts Aftermarket 
Production Process Systems 
Water and Waste Pollution Control 

Material Handling 


Building and Industrial Products 









Contents 

2 Chairman’s Letter 
4 Fiscal 1972 Operations and 
Growth Planning 

12 Financial Information and 
Five Year Summary 

14 Consolidated Balance Sheets 

16 Consolidated Statements of Income 

16 Consolidated Statements of 
Stockholders’ Equity 

17 Consolidated Statements of Changes 
in Financial Position 

18 Notes To Consolidated Financial 
Statements 

20 Auditors’ Report 

21 Divisions and Subsidiaries 

21 Directors and Principal Officers 


Banner Industries Products and Markets 


Common, Intrastate, Interstate and U.S. Motor Freight Carrier 

Customs Bonded Carrier 


Commercial and Military Aircraft Replacement Parts Aircraft Parts Aftermarket 

Retreaded and New Aircraft Tires 


Agitators Dispersers Custom Fabrication Kneaders Pumps Production Process Systems 

Blenders for Liquids and Solids Extruders Mill Reactors Butterfly Valves Rubber-lined Valves Strainers 

Rotary and Vacuum Dryers Homogenizers Ball and Rod Mills Intensive Mixers Resin Plants Valve Operators 


Agitators Sludge Mills Water and Fire Pumps Steam Turbines Butterfly Valves Water and Waste Pollution Control 

Extruders Mixers Quenching Systems Air Valves Check Valves Filter Valves Valve Operators Storage Vessels 

Hydrants Sewage Pumps Strainers Automatic Valves Conduit Valves Gate Valves Agitated Vessels 


Heavy Duty Industrial Lift Trucks Material Handling 

Mining, Tunneling and Industrial Locomotives 


Rotary Actuators Ceramic Tile Building and Industrial Products 

Gray Iron Castings Resistance Welders 

Fasteners Electronic Manufacturing Equipment 

















Fiscal 1972 Highlights 


Net income for the year ended June 30, 1972 amounted to a record $2,307,346, or 50 cents 
per share, over two-and-a-half times the $782,652, or 18 cents, earned in fiscal 1971 and five times 
income before extraordinary items of fiscal 1970. Net sales and revenues in fiscal 1972 rose to 
an all-time high of $68,542,503, up 18 per cent over the $58,061,175 of the preceding year. 

The purchase of two companies, Golden Anderson Valve Specialty Company, Inc. and 
Thompson Aircraft Tire Corporation, and the acquisition of a line of pumps from Baldwin- 
Lima-Hamilton Corporation serve as major steps in increasing the company’s participation in 
water and waste pollution control and aircraft parts and service fields, two areas of our business 
expected to expand most rapidly. 

An over-all corporate marketing strategy was formulated for our principal markets; motor 
freight, production process systems, water and waste pollution control, aircraft parts after- 
market, material handling, and building and industrial products. 

Capital expenditures in fiscal 1972 totaled approximately $4,000,000 as the company 
expanded freight terminal capacity, acquired new rolling stock, purchased machinery for 
greater production efficiency, bought a new plant and expanded another. 

Shareholders’ equity as of June 30,1972 climbed to a record $12,505,095, equal to $2.70 
per share, an increase of 24 per cent over fiscal 1971 shareholders’ equity which amounted to 
$10,110,677 or $2.28 per share. Fiscal 1972 return on equity was 20 per cent, up from the 
eight per cent of the previous year. 
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Shareholders and Friends 


Two 



Samuel J. Krasney 
Chairman of the Board 
and Chief Executive Officer 


The fiscal year ended June 30, 1972, 
was an outstanding one. Sales and revenues, 
net income and earnings per share rose to 
record levels, details of which are related 
elsewhere in this report. Here, I would like to 
present the company’s outlook and objective. 

Our objective is planned and coordinated , 
growth through internal expansion and by t 

acquisition of companies and product lines 
compatible with our present operations. 

Our acquisition emphasis today is 
different from several years ago. When present 
management assumed direction of Banner 
in January, 1968, the company's net worth 
was under $200,000. We began an active 
acquisition program with asset growth a major 
consideration. This course of action contributed 
significantly to the company’s steadily 
improved financial position. 

Acquisition emphasis now is on organi¬ 
zations or product lines which reflect good 
management and profit performance, and have 
product, marketing, engineering and/or 
manufacturing characteristics which will mesh 
with those of Banner’s present organizations. 

In last year’s annual report we pointed 
out that Patterson-Ludlow Division and 
Advance Foundry were having difficulties. 

By acquiring Golden Anderson Valve 
Specialty Company at the beginning of 
the second quarter, with a product line which 
augmented that of Patterson-Ludlow, and 
moving the Golden Anderson operation from 
Pittsburgh to Patterson’s East Liverpool, Ohio 
location, we were able not only to offer a 
more complete line, but to utilize more 
fully the production capabilities of the East 
Liverpool facilities. 

With the acquisition of the Yale line of lift 
trucks from Eaton Corporation and its installa¬ 
tion at our Fate-Root-Heath Division plant at 
Plymouth, Ohio, we closed the foundry there, 
utilizing the space in part to accommodate the 
new Yale line production. Foundry operations 
are now centered at Advance Foundry in Dayton. 
These steps, and an aggressive sales program, 
have done much to improve utilization of 
capacity at Dayton. Since production tech¬ 
niques for manufacturing large lift trucks 













and Fate-Root-Heath locomotives are similar, 
this represents another meshing. 

Our acquisition toward the end of fiscal 
1972 of Thompson Aircraft Tire Corporation, 
a leading supplier of retreaded and new 
Federal Aviation Administration certified aircraft 
tires, complements the marketing direction of 
Banner Aircraft International, a supplier of 
parts and equipment to the aircraft 
aftermarket. 

During fiscal 1973 and in the years ahead, 
we shall concentrate on the expansion of those 
units of our company engaged in servicing 
the aircraft aftermarket and in supplying the 
many components required for water and waste 
pollution control systems. These two areas of 
our business should benefit particularly 
from the over-all corporate marketing approach 
outlined beginning on page 4 of this report. 

We look to expand other areas of our 
business as well. This will include efforts 
to expand the geographical scope of our 
motor freight business. We shall emphasize 
international marketing of many of our products, 
both through licensees and through our own 
organizations such as Banner Aircraft Inter¬ 
national, Thompson Aircraft Tire and Banner 
International, Inc. 

In fiscal 1972, net return on sales was 
three per cent as against one per cent for the 
preceding year. The improvement reflects 
a number of programs, including stringent cost 
controls, engineering and manufacturing 
efficiencies and actions referred to earlier. 
Programs such as these will be continued with 
the objective to improve efficiency of our 
operating units, particularly those engaged in 
manufacturing, so their profit contribution is 
more in proportion with their sales contribution. 

In evaluating our fiscal 1972 earnings 
performance, it is important to note that 
expenses related to the relocation from 
Chicago to Plymouth of the Yale lift truck line 
and production start-up, the relocation of 
Golden Anderson to East Liverpool and its 
start-up, the move of Acimet Division to a 
new plant in Cleveland, and the relocation of 
some foundry equipment from Plymouth 
to Dayton were charged against fiscal 1972 


operations. In addition, we elected to expense 
$222,047 in unamortized start-up costs 
from prior years. 

The year now underway — and future 
years — can be expected to benefit from action 
taken in fiscal 1972. We will have the full year 
sales and earnings contributions of Golden 
Anderson, Thompson Aircraft, the Commercial 
Division of Banner Aircraft, the Baldwin- 
Lima-Hamilton pump line (purchased from 
Armour & Company in the second quarter), 
and the Yale lift truck line. 

The outlook for the company is good. 
While our first quarter can be expected to be 
the least productive of the year, largely 
because of vacation schedules at our plants 
and those of many customers, present indi¬ 
cations are that this year’s first quarter earnings 
will better those of the like period last year. 
Barring unforeseen developments, we expect 
to establish revenue and earnings records 
for the year as a whole. 

We wish to express our gratitude to 
employees, management, directors, share¬ 
holders, customers and suppliers whose 
support contributed so much to the results of 
the year and those expected during 
fiscal 1973. 

Sincerely, 



Chairman of the Board and 
Chief Executive Officer 

September 29, 1972 
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Fiscal 1972 Operations and Growth Planning 


Four 


In addition to being a year of record 
revenues and earnings, fiscal 1972 was 
important for the establishment of objectives, 
identification of markets and implementation 
of programs which we believe will produce 
long-term benefits for the company. 

Banner Industries presently consists of 12 
operating units in three principal product/ 
service categories: motor freight, manufac¬ 
turing and distribution of products to the 
aviation aftermarket. 

In the year ended June 30, motor freight 
accounted for 54 per cent of total revenues 
and 66 percent of net income. Manufacturing 
contributed 41 per cent of sales and revenues 
and 26 per cent of net income. Sales to the 
aviation aftermarket contributed five per cent 
of the total and eight per cent of fiscal 
1972 net income. 

We expect the proportionate revenues and 
earnings contributions of the three categories 
to change due to an increasing rate of growth 
in our manufacturing and aviation aftermarket 
categories. 

Domestic and International Growth 

In addition to having full-year sales contri¬ 
butions by the aviation aftermarket operating 
units, we can look for improved performances 
from our manufacturing operations because 
of steps taken to increase efficiency and 
expand markets. Manufacturing operations 
have been consolidated and major 
expenditures made for more efficient 
production. New equipment, product lines 
and organizations have been added to 
complement existing ones. 

During fiscal 1972, Banner Industries spent 
approximately $4,000,000 on capital additions. 
Of the total, one half was for the purchase of 
rolling stock and expansion of terminals for 
Commercial Motor Freight, and the balance 
was spent to improve or expand manufacturing 
capabilities. We acquired a more efficient plant 
for Acimet Division which manufactures fas¬ 
teners. Dubie-Clark Division, which specializes 
in custom fabrication, was equipped with 
one of the largest vertical boring mills in 
southeastern United States, increasing 
production capabilities and capacity. We 


installed a large planer mill for machining large 
parts at Skinner Engine Division. We dis¬ 
continued operation of the Fate-Root-Heath 
foundry, converted it and constructed 12,000 
square feet of new space to accommodate 
production of the Yale line of industrial lift trucks. 

Another reason we expect greater growth 
from our manufacturing and aviation after- 
market products is increased emphasis on 
international operations. We currently have 
licensees manufacturing and marketing 
various Banner products in Europe and the 
Far East. Efforts are being made to increase 
both the number of licensees and the number 
of products available. 

We are active in Canada through Patterson 
Industries (Canada) Ltd. which manufactures 
industrial mixing and blending equipment and 
resistance welding equipment. This operation 
recently was licensed by the T. L. Smith Co. 
Division of ATO to produce and market the 
Smith line of cement mixer trucks in eastern 
Canada. 

Our aviation aftermarket products com¬ 
panies, Banner Aircraft International and 
Thompson Aircraft Tire Corporation, operate 
on a world-wide basis. Thompson has a plant 
and sales office in Belgium and Banner Aircraft 
International has sales offices in Tokyo and 
Belgium, and recently opened a London office. 

Corporate Marketing Strategy 

Acquisition of organizations and product 
lines in late fiscal 1971 and in fiscal 1972 was 
important in refining our marketing strategy. 
With our existing management, technical, 


Manufacture of the Yale heavy duty lift truck 
line was initiated at the expanded Fate-Root-Heath 
plant at Plymouth, Ohio where our industrial 
locomotives also are produced. 
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manufacturing and marketing resources, and 
products we are in six markets: 

1. Motor Freight 

2. Production Process Systems 

3. Water and Waste Pollution Control 

4. Aircraft Parts Aftermarket 

5. Material Handling 

6. Building and Industrial Products 

We have assigned top-level corporate 
officers the responsibility for developing pro¬ 
grams for each of these markets. President 
William P. Barker assumes responsibility for 
building and industrial products; Executive 
Vice President Gordon D. Colton, production 
process systems; Vice President Sam Spector, 
aircraft parts aftermarket; Vice President 
(and former chairman of Golden Anderson) 


Grant Colton, water and waste pollution control; 
Vice President Miles W. Christian, material 
handling; and Commercial Motor Freight 
President Robert F. Todd, motor freight. 

Water and Waste Pollution Control 
and Production Process Systems 

Water and waste pollution control is 
an example of a market where we see strong 
sales potential by combining products and 
talents of operating units for a specialized 
market. 

The Golden Anderson acquisition not 
only provided a product line, but a management 
group experienced in meeting needs of 
engineering organizations which design water 
treatment and distribution systems, and waste 












treatment systems. Golden Anderson engineer¬ 
ing is recognized for its expertise in the 
development of equipment to accommodate 
surge, the sudden and potentially devastating 
change in velocity of fast-moving liquids, and 
cavitation, the formation of partial vacuums in 
swift-flowing fluids, which also can be very 
harmful to equipment. Its marketing organiza¬ 
tion is particularly oriented to the people — the 
consulting engineers, government officials, and 
erectors — responsible for implementing the 
objectives of federal, state and local laws to 
control water pollution. 

Within the various operating units of 
Banner there is a wide variety of products for 
this same market. Banner now offers not 
only Golden Anderson’s traditional products, 
principally highly engineered specialty valves, 
but Patterson and Ludlow brand products, 
Baldwin-Lima-Hamilton pumps and other 
Skinner Engine Division pumps and even Fate- 
Root-Heath extruders which can convert sewage 
sludge into useful by-products. 

This product breadth enables the company 
to offer packages of components, sub-systems 
or modules such as a complete water or sewage 
pump house with Banner pumps and valves 
and sub-contracted electrical controls. 

We also expect interaction between our 
process systems products market and our 
water and waste pollution control products 
market. Many products are identical or can 
be easily adapted. Agitators, for example, 
are used in any number of chemical processes, 
and also are important components of many 
solid waste treatment systems. Many industries 
which are customers for our process systems 
products are faced with challenges in the 
field of water pollution and are undertaking 
massive corrective programs. We believe 
our reputation with these companies will be 
most helpful. 

The market for our process systems 
products is extensive. Blenders, mixers, mills, 
agitators and dryers play key roles in trans¬ 
forming basic raw materials and components 
— metals and chemicals as examples — into 
finished products. Turbines for marine appli¬ 
cations as well as for use in turbo generating 


units are increasingly important products. 

Aircraft Parts Aftermarket and 
Material Handling 

Product compatibility is expected to 
benefit the Commercial and Military Divisions 
of Banner Aircraft International and Thompson 
Aircraft Tire which was acquired last April. 
Banner Aircraft International's Commercial 
Division was established in January, 1972 
to service commercial airlines with replace¬ 
ment parts ranging from jet engines to 
communications and navigation equipment and 
other instrumentation. Our function is to serve 
the airlines by marketing their unneeded parts, 
transforming them into working capital. We 
purchased the entire DC-8 jet transport spare 
parts inventory from Pan American World 
Airways. There are over 500 DC-8 planes in 
operation, and our inventory is one of the largest 
available. We currently are seeking additional 
spare parts inventories. 

Thompson Aircraft Tire, one of the largest 
suppliers of retreaded aircraft tires in the 
world, supplies retreaded and new tires to 
commercial and military aircraft operations. 

It operates plants in San Francisco, Miami, 

New York and Belgium. The market for 
retreaded tires, which must meet rigid Federal 
Aviation Administration requirements, 
is substantial. 

Our Fate-Root-Heath Division material 
handling products are Plymouth industrial, 
mining, and tunneling locomotives and Yale 


Automated processing of freight at terminals 
contribute to Commercial Motor Freight's 
operating efficiency. Shown above is a view of the 
Columbus, Ohio, terminal. At right, CMF's 
Cleveland terminal is another center of activity 
day or night, insuring shippers prompt delivery. 














































Acquisition of Golden Anderson Valve Specialty 
Company and its combination with our 
Patterson-Ludlow Division at the East Liverpool, 
Ohio, plant, shown here, is expected to provide 
additional operating efficiencies. The combined 
division supplies products tor both the water 
and waste pollution control market and the 
production process systems market. 


heavy duty lift trucks. The lift truck line, acquired 
from Eaton Corporation at the end of fiscal 1971, 
consists largely of in-plant trucks used to move 
heavy materials in production processes. The 
trucks, both electric and gasoline powered, are 
used for moving, holding and turning materials 
weighing up to 50 tons, and at airports for 
baggage and various other airplane loading 
functions. Production of the Yale line at our 
Plymouth plant began in the second half of the 
year and is proving successful. The line is 
marketed worldwide by Eaton Corporation. 

The locomotives, in sizes from two-and 
one-half to 120 tons and with horsepower 
rating from 50 to 1,400, are used in mining 
and quarrying, in tunnel construction and 
in numerous industrial applications where 
materials are moved by rail. 

Fate-Root-Heath is one of the world’s 
few manufacturers of these locomotives and 
markets them throughout the world. In fiscal 
1972, a $1,200,000 order of 46 six-ton and 
nine-ton mining locomotives was shipped 
to Turkey. 

Building and Industrial Products 

Acimet Division and Advance Foundry 
supply other Banner operations, as well as 
outside customers. Acimet furnishes fasteners 
to our divisions, while Advance is a source 
of castings to Fate-Root-Heath, Skinner, 
and Golden Anderson-Patterson-Ludlow. 

Both Acimet and Advance, their produc¬ 
tion capabilities expanded, have a growing 
business supplying other customers. New 
equipment, plus a new plant, has enabled 
Acimet to expand its line of fasteners. It is 
now producing a wide variety of bolts — some 
up to six inches in diameter and 30 inches 
long — for an increasing number of customers, 
including manufacturers of earth moving and 
steel mill equipment and bridge builders. 

Advance Foundry, with a highly automated 
Rol-A-Draw system installed in fiscal 1971, 
has become more versatile. They are capable 
of producing smaller castings in volume in 
addition to larger castings. 

Commercial Motor Freight 

Commercial Motor Freight operates 1900 
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pieces of rolling stock out of 23 terminals. It 
is a regular common carrier, interstate carrier, 
and United States customs bonded carrier 
servicing a five state area, concentrating 
principally in Ohio. 

An indication of the efficiency of its 
operation is its operating ratio of 88.8 in fiscal 
1972. In calendar 1971, its operating ratio 
ranked 11 th among the top 100 Class I common 
carriers in the United States. 

A key to Commercial’s operation has been 
its service orientation. Personnel, geographical 


concentration, number of terminals, and 
equipment enable Commerical to handle 
less-than-truckload, LTL, shipments profitably. 
In fiscal 1972, 98.8 per cent of Commercial's 
over 2,000,000 shipments were LTL. 

Personnel and continuous investment in 
new equipment are important reasons for 
Commercial’s efficiency. Rolling stock is 
replaced on a regular basis, and the company’s 
terminals are modern and efficient. 

During fiscal 1972, the terminal at Youngstown 
was enlarged by 30 per cent, and a 53-door 

















terminal is nearing completion near Dayton to 
replace two smaller facilities now located 
at Dayton and Springfield. 

The trucking industry has an impressive 
growth record. In the 1950’s trucks hauled about 
one-third the value of intercity freight. By 
1964, this figure increased to 47 per cent, and 
it is predicted by 1980 that trucks will 
account for 60 per cent of such freight. We 
believe that Commercial Motor Freight, on a 
long-term basis, will continue its superior 
performance. 


Domestic and foreign aircraft will be increasingly 
important to the company in the year underway. 
Thompson Aircraft Tire Corporation, purchased 
in the fourth quarter, is a supplier of aircraft 
tires such as those shown here. The Commercial 
Division of Banner Aircraft International, 
established at mid-year, is a supplier of 
replacement parts for commercial aircraft. 
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Financial Summary 
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The company ended fiscal 1972 in a 
strong financial position. Current assets totaled 
$27,887,851 or 1.5 times current liabilities. 
Working capital totaled $8,891,216. 

Shareholders’ equity climbed to 
$12,505,095, or $2.70 per share, from 
$10,110,677 at the end of fiscal 1972. 

Long-term debt as of June 30, 1972 
amounted to $15,372,646 compared with 
$12,539,659 as of June 30,1971. The increase 
in debt reflects primarily financing arrange¬ 
ments made in connection with the 
following purchases: a new plant for Acimet, 
the Baldwin-Hamilton-Lima line of pumps, 
Golden Anderson, Thompson Aircraft, and the 
DC-8 parts inventory of Pan-American 
World Airways. 

Our interest expense for fiscal 1972 
amounted to $1,618,510, down from $2,058,944 
of fiscal 1971 and $2,330,852 of fiscal 1970. 

The reduction reflects in part the Commercial 
Motor Freight loan refinancing completed at 
the end of the third quarter of fiscal 1971 
which reduced the interest rate from over 12 
per cent to approximately nine per cent. 


1. On January 19, 1968, publicly-owned Banner 
industries was merged with privately owned 
Patterson Industries, Inc. and the present manage¬ 
ment of Banner assumed control. 1967 "Reported” 
figures are those of Banner alone as presented 
in the company's 1967 annual report. 
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1972 

1971 

1970 

1969 

1968 

1967 Reported (1) 

$68,542,503 

$58,061,175 

$58,992,391 

$40,999,631 

$28,748,901 

$ 1,786,008 

4,427,346 

1,541,652 

780,436 

1,317,464 

1,776,187 

(410,412) 

2,120,000 

759,000 

392,000 

658,000 

912,000 

— 

2,307,346 

782,652 

388,436 

659,464 

864,187 

(410,412) 

.50 

.18 

.09 

.15 

.21 

(.47) 

— 

— 

392,000 

(178,498) 

253,000 

27,030 

— 

— 

.09 

(.04) 

.06 

.03 

2,307,346 

782,652 

780,436 

480,966 

1,117,187 

(383,382) 

.50 

.18 

.18 

.11 

.27 

(.44) 

2,307,346 

782,652 

780,436 

82,125 

1,093,602 

(383,382) 

.50 

.18 

.18 

.02 

.26 

(.44) 


$27,887,851 

$18,545,069 

$18,686,293 

$20,436,929 

$14,387,481 

$ 

545,511 


18,996,635 

11,918,516 

12,296,710 

13,944,309 

7,369,947 


429,125 


8,891,216 

6,626,553 

6,389,583 

6,492,620 

7,017,534 


116,386 


1.5 to 1 

1.6 to 1 

1.5 to 1 

1.5 to 1 

1.9 to 1 


1.3 to 1 


$16,818,179 

$13,741,081 

$17,230,263 

$18,224,450 

$ 3,561,736 

$ 

81,270 


15,372,646 

12,539,659 

16,727,052 

19,504,798 

5,868,715 


— 

Thirteen 

12,505,095 

10,110,677 

9,328,025 

7,901,770 

6,057,996 


197,656 


$ 2.70 

$ 2.28 

2.10 
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1.44 
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Consolidated Balance Sheets 

Banner Industries, Inc. and Subsidiaries 
June 30,1972 and 1971 


Assets 


1972 

CURRENT ASSETS: 

Cash . $ 5,196,381 

Receivables, less allowances for uncollectible 

accounts of $202,840 in 1972 and $146,238 in 1971 . 9,147,428 

Inventories, at lower of cost (first-in, first-out) or market. 11,563,613 

Prepaid expenses, etc. 1,980,429 

Total current assets. $27,887,851 


PROPERTY, PLANT AND EQUIPMENT, at cost 

(Notes 2, 4 and 5). $36,541,672 

Less — Accumulated depreciation and amortization. 19,723,493 

$16,818,179 


Fourteen 


OTHER ASSETS: 

Transportation operating rights (Note 1). $ 2,979,859 

Cost in excess of net assets of purchased 

businesses (Note 1) . 2,095,065 

Other . 417,365 

$ 5,492,289 
$50,198,319 


1971 


$ 3,711,890 

6,128,872 

7,535,998 

1,168,309 

$18,545,069 


$30,673,445 

16,932,364 

$13,741,081 


$ 2,979,859 

999,912 
526,853 
$ 4,506,624 
$36,792,774 


The accompanying notes are an integral part of these statements. 




































Liabilities and Stockholders’ Equity 


CURRENT LIABILITIES: 

Short-term notes payable. 

Current maturities of long-term debt. 

Accounts payable . 

Accrued wages and vacations. 

Other accrued expenses. 

Accrued taxes on income (Note 6). 

Total current liabilities. 

1972 

$ 3,202,713 
3,504,250 
5,724,788 
2,092,750 
2,552,360 
1,919,774 
$18,996,635 

1971 

$ 1,326,310 

2,074,180 

3,813,043 

1,913,964 

1,964,796 

826,223 

$11,918,516 


LONG-TERM DEBT AND OTHER (Notes 2, 4 and 6): 

Long-term debt (less current maturities above) . 

Deferred Federal income taxes. 

Other deferred credits. 

$15,372,646 
2,081,000 

1,242,943 
$18,696,589 

$12,539,659 

1,312,700 

911,222 

$14,763,581 


COMMITMENTS AND CONTINGENT LIABILITIES (Note 4) 




STOCKHOLDERS’ EQUITY (Notes 1, 2, 3 and 6): 

Common stock, 10 cents par value, authorized 12,000,000 
shares in 1972 and 1971, issued 4,453,046 in 

1972 and 4,434,421 in 1971 . 

Paid-in capital. 

Retained earnings. 

$ 445,305 

5,750,094 
6,309,696 
$12,505,095 
$50,198,319 

$ 443,442 

5,664,885 

4,002,350 

$10,110,677 

$36,792,774 

Fifteen 








































Consolidated Statements of Income 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1972 and 1971 


Sixteen 


NET SALES AND REVENUES. 

COSTS AND EXPENSES (including depreciation and 
amortization of $2,399,207 in 1972 and 
$2,207,003 in 1971): 

Cost of sales and operating expenses. 

Selling and administrative expenses. 

Interest expense . 

Total costs and expenses . 


1972 

$68,542,503 


$54,016,020 

8,480,627 

1,618,510 

$64,115,157 


1971 

$58,061,175 


$47,545,888 

6,914,691 

2,058,944 

$56,519,523 


INCOME BEFORE TAXES ON INCOME. $ 4,427,346 $ 1,541,652 

TAXES ON INCOME . 2,120,000 759,000 


NET INCOME 


$ 2,307,346 $ 782,652 


NET INCOME PER AVERAGE COMMON AND COMMON 
EQUIVALENT SHARE (Note 3). $.50 $.18 


Consolidated Statements of Stockholders’ Equity 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1972 and 1971 



Common 

Paid-In 

Retained 

Treasury 


Stock 

Capital 

Earnings 

Stock 

BALANCE JUNE 30, 1970 . 

.. $443,462 

$5,665,152 

$3,219,698 

$(287) 

Net income . 

— 

— 

782,652 

— 

Retirement of Treasury stock. 

(20) 

(267) 

— 

287 

BALANCE JUNE 30, 1971 . 

.. $443,442 

$5,664,885 

$4,002,350 

$ — 

Net income . 

— 

— 

2,307,346 

— 

Shares issued upon exercise of 

stock options . 

163 

6,909 

— 

— 

Fair market value of common shares 
issued for services and 

acquisition of property. 

1,700 

78,300 

— 

— 

BALANCE JUNE 30, 1972 . 

.. $445,305 

$5,750,094 

$6,309,696 

$ — 


The accompanying notes are an integral part of these statements. 






























































Consolidated Statements of Changes in Financial Position 

Banner Industries, Inc. and Subsidiaries 
For the Years Ended June 30,1972 and 1971 


SOURCE OF FUNDS: 

Net income . 

Depreciation and amortization. 

Deferred taxes. 

Total funds from operations. 

Working capital acquired in purchase of 

other businesses. 

Long-term borrowings of $6,685,000 incurred primarily 
for the acquisition of businesses, net of prepayments 
on long-term debt and transfers to current maturities . 
Proceeds from sale/leaseback transactions (Note 4) ... 
Other, net. 


APPLICATION OF FUNDS: 

Cost of companies acquired. 

Reduction of long-term debt, net. 

Purchase of fixed assets, net. 

INCREASE IN WORKING CAPITAL 

REPRESENTED BY: 

Cash. 

Receivables, net . 

Inventories . 

Short-term notes payable. 

Current maturities of long-term debt 

Accounts payable . 

Accrued taxes on income. 

Other . 


1972 

1971 

$2,307,346 

$ 782,652 

2,399,207 

2,207,003 

(4,600) 

71,000 

$4,701,953 

$3,060,655 

2,402,207 

_ 


1,680,748 

— 

— 

3,115,000 

922,162 

(257,886) 

$9,707,070 

$5,917,769 

$3,551,688 

$ — 

— 

4,187,393 

3,890,719 

1,493,406 

$7,442,407 

$5,680,799 

$2,264,663 

$ 236,970 

$1,484,491 

$1,274,611 

3,018,556 

(1,420,701) 

4,027,615 

153,851 

(1,876,403) 

823,259 

(1,430,070) 

117,791 

(1,911,745) 

201,769 

(1,093,551) 

(511,485) 

45,770 

(402,125) 

$2,264,663 

$ 236,970 


Seventeen 


The accompanying notes are an integral part of these statements. 
















































Notes to Consolidated Financial Statements 

June 30,1972 and 1971 
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1. Principles of Consolidation: 

The consolidated financial statements 
include the accounts of the Company and its 
subsidiaries, all of which are wholly owned. 
All significant intercompany transactions have 
been eliminated. 

The Company acquired in August, 1971, 
Golden Anderson Valve Specialty Company, 

Inc., and in April, 1972, Thompson Aircraft 
Tire Corporation and Subsidiaries for a 
combined purchase price of $3,551,688. 

The difference between net assets 
acquired and the purchase consideration 
has been allocated to "Cost in Excess of Net 
Assets of Purchased Businesses" in the 
accompanying consolidated balance sheets. 
Cost in excess of net assets of purchased 
businesses acquired since November, 1970, 
is being amortized over 40 years. The results 
of operations of purchased businesses have 
been included since their respective dates of 
acquisition. Unaudited pro forma results of 
operations reflecting the operations of the 
acquired companies as though they had been 
combined as of July 1, 1970, indicate for the 
year ended June 30,1972, sales of $74.3 million 
and substantially unchanged income and 
income per share, and for the year ended 
June 30, 1971, sales of $69.1 million and 
income of $608,000, or $.14 per share, with that 
year being adversely affected by a number 
of nonrecurring factors. 

The amount reflected as transportation 
operating rights is not being amortized since, 
in the opinion of management, there has been 
no diminution in the value of these rights. 

2. Long-Term Debt: 

At June 30, 1972 and 1971, long-term 
debt consisted of the following: 

Interest 

Rate _1972_ 1971 

Notes and Mort¬ 
gages Payable 


to Banks .5%-9Vi% $16,380,047 $13,394,577 

Other Notes 

Payable .4%-10% 2,424,849 1,025,262 

Note Payable 

to Officer . 6% 72,000 194,000 

$18,876,896 $14,613,839 


Less Current Maturities . 3,504,250 2,074,180 

Net Long-Term Debt. $15,372,646 $12,539.659 

The terms of a bank credit and security 
agreement of Banner’s subsidiary, Commercial 


Motor Freight (CMF), provide for varying 
monthly installments through June, 1977, with 
interest at 2% over prime rate but not less 
than 9%. The debt at June 30, 1972, of 
$4,280,000 is secured by substantially all the 
assets of CMF not otherwise secured by first 
mortgage loans. In addition, Banner has 
unconditionally guaranteed the obligation and 
has assigned, as collateral, all of the common 
stock of CMF to the bank. The agreement 
also provides, among other things, for 
restrictions on liquid assets, capital expendi¬ 
tures, tangible net worth and additional 
borrowings of CMF and requires maintenance 
of certain working capital levels of both 
Banner and CMF. The agreement also requires 
annual prepayments contingent upon results 
of operations, cash and working capital levels 
and certain other transactions of CMF, 
as defined. At June 30, 1972, the Company had 
met its entire prepayment obligation. 

Under the most restrictive security 
agreement, consolidated retained earnings 
available for distribution to shareholders is 
limited to $2,000,000 plus 25% of consolidated 
net income for the year. 

In addition to the assets pledged as 
security for the CMF bank loan, a substantial 
portion of the remaining consolidated fixed 
assets is pledged as security for other loans. 
Repayment of certain of these loans has been 
guaranteed by certain officers who have 
pledged 110,000 shares of Banner stock 
owned by them as security for certain of these 
guarantees. Principal payments due on 
long-term debt obligations are as follows: 
1974, $3,087,889; 1975, $3,307,606; 1976, 
$3,236,754; 1977, $1,117,243; 
thereafter, $4,623,154. 

3. Option, Warrants, and Contingent Shares: 

The Company has an Employee Qualifying 
Stock Option Plan for certain officers and 
other key employees and has reserved 50,000 
common shares for issuance thereunder. 

Under the plan, options may be granted for a 
period not to exceed five years at option 
prices per share not lower than the fair market 
value of the stock at the date of grant. 

Changes during 1972, in shares under 
option, are summarized as follows: 























Outstanding at beginning 

Shares 

Price 

Per Share 

of year . 

39,400 

$4.12-$6.62 

Granted . 

9,737 

$4.12-$6.00 

Exercised . 

1,625 

$4.12-$6.62 

Cancelled. 

Outstanding at end of year— 

6,687 

$4.12-$6.62 

Exercisable . 

31,175 

$4.12-36.62 

Unexercisable . 

Available for grant at end of year.. 

9,650 

7,550 

$4.12-$6.00 


The Company has reserved a maximum 
of 219,999 shares of common stock for possible 
issuance as additional consideration for 
businesses acquired. The number of shares 
to be issued is contingent upon the subsequent 
earnings of the businesses acquired and/or 
the future market price of the Company’s 
common stock. 

The Company also has warrants 
outstanding for the purchase of 150,000 
common shares at a price of $12 per share, 
which are exercisable anytime prior to 
February, 1977. Also, in connection with the 
acquisition of Golden Anderson Valve 
Specialty Company, Inc., the Company issued 
warrants for the purchase of 163,749 common 
shares which are exercisable at $8 per share 
through June 30, 1973, and at annual 
increments of $1 per share thereafter to 
June, 1978. None of these warrants were 
exercised in 1972. 

Earnings per share are computed in 
accordance with Accounting Principles Board 
Opinion #15 and are based on the weighted 
average number of common and common 
equivalent shares outstanding during each 
year, including those common shares 
contingently issuable when subsequent 
earnings levels are being attained or market 
value of the Company’s common stock is less 
t than the guaranteed market price. In deter¬ 
mining the number of common and common 
equivalent shares outstanding, the number of 
shares issuable upon exercise of outstanding 
stock options and warrants was added to 
the shares actually outstanding in those 
instances where the average market price of 
the common stock during the year exceeded 
the exercise price of the particular options or 
warrants. The number of shares issuable has 
been reduced by the number of shares 
assumed to be purchased with the proceeds 


from the exercise of the options. 

4. Commitments and Contingent Liabilities: 

The Company has pension plans covering 
the majority of its employees. Total pension 
expense was approximately $1,366,000 in 
1972 and $1,252,000 in 1971, which includes, 
generally, amortization of prior service costs 
over thirty to forty years. The Company’s 
general policy is to fund pension costs accrued. 
The actuarially computed value of vested 
benefits exceeded the total of pension fund 
assets and balance sheet accruals at 
June 30, 1972, by $711,000. The estimated 
unfunded prior service costs not accrued in the 
accompanying balance sheet were approxi¬ 
mately $2,042,000 as of June 30, 1972. 

The Company has various lease agree¬ 
ments for facilities and equipment with 
aggregate annual rentals of approximately 
$555,000 and total obligations under the leases, 
which expire at various dates through 1983, 
of approximately $3,216,000. In addition, 
the Company entered into certain sale/lease¬ 
back arrangements, in previous years, 
whereby land, buildings, and other fixed 
assets of certain subsidiaries were sold and 
simultaneously leased for periods of fifteen to 
twenty-five years with options to renew in 
certain cases for additional periods. 

These lease agreements provide for annual 
rentals aggregating $404,000 and total rental 
obligations of approximately $8,850,000. 

The excess ($370,000) of the sales proceeds 
over the net book value of the related 
properties has been reflected as a deferred 
credit in the accompanying consolidated 
balance sheets and is being recognized as 
reductions of lease rental costs over the 
various lease terms. 

5. Property, Plant, and Equipment: 


Property, plant, and equipment at June 30, 
1972 and 1971, consisted of the following: 



1972 

1971 

Land . 

$ 2,636,452 

$ 2,599,383 

Buildings and 



Improvements . 

9,555,349 

7,449,871 

Transportation Equipment .... 

13,331,623 

13,569,268 

Machinery and Equipment .. 

11,018,248 

7,054,923 


$36,541,672 

$30,673,445 


For financial reporting purposes, the 


Nineteen 

























Notes to Consolidated Financial Statements (Continued) 


Company provides for depreciation of property, 
plant, and equipment, principally on the 
straight-line method at rates sufficient to 
amortize costs over the estimated useful life 
of the property. 

6. Federal Income Taxes: 

The accompanying balance sheet gives 
recognition to anticipated future tax benefits to 
be received when certain costs, reserves, 
or deferred credits previously recorded by 
the Company enter into the determination 
of taxable income and to anticipated future tax 
benefits of the acquired tax loss carry-forward of 
its Belgian subsidiary. Anticipated tax benefits 
expected to be utilized currently are classified 
as prepaid expenses, etc., and the remainder 
has been offset against deferred taxes 
resulting primarily from the use of 
straight-line depreciation for financial 
statement purposes and accelerated depre¬ 


ciation for tax purposes. 

In years prior to 1971, taxes of $961,000 
otherwise payable have been offset by 
operating loss carry-forwards and therefore are 
reflected in shareholders’ equity in the 
accompanying balance sheets. Because of 
restrictions and limitations related to net 
operating loss carry-forwards and the potential 
redetermination of taxable income against 
which these carry-forwards may be used, as 
set forth in the Internal Revenue Code and 
Regulations promulgated thereunder, the use of 
all or any part of the aforementioned operating 
losses may be denied to the Company and 
its subsidiaries. 

The policy of the Company is to credit to 
income, by a reduction in the provision for 
Federal income taxes, an amount equal to the 
investment tax credits. These credits amounted 
to $122,000 in 1972 and were insignificant 
in 1971. 
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Auditors’ Report 


To the Stockholders 
and Board of Directors, 

Banner Industries, Inc.: 

We have examined the consolidated 
balance sheets of Banner Industries, Inc. 

(a Delaware corporation) and Subsidiaries as 
of June 30,1972 and 1971, and the related 
consolidated statements of income, stock¬ 
holders' equity, and changes in financial 
position for the years then ended. 

Our examination was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary 
in the circumstances. 

In our opinion, subject to the effect on the 
consolidated balance sheets and statements 


of stockholders’ equity of Federal income tax 
matters referred to in Note 6, the accompanying 
consolidated financial statements present 
fairly the financial position of Banner 
Industries, Inc. and Subsidiaries as of June 30, 
1972 and 1971, and the results of their 
operations and changes in financial position 
for the years then ended, in conformity with 
generally accepted accounting principles 
consistently applied during the periods. 

Arthur Andersen & Co. 

Cleveland, Ohio, 

August 31, 1972. 
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